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Pakistan Par Value 


The International Monetary Fund announced on 
July 31 that the Government of Pakistan had proposed 
and the Fund had concurred in a change in the par value 
of the Pakistan rupee. The new rate is 4.76190 Pakistan 
rupees per U.S. dollar. It replaces the previous par value 
of 3.30852 Pakistan rupees per U.S. dollar. 


In terms of gold and in terms of the U.S. dollar of the 


IBRD Bond Issue 


The International Bank for Reconstruction and Devel- 
opment offered publicly in the Netherlands on August 2 a 
guilder bond issue totaling f. 40,000,000, equal to ap- 
proximately US$10,500,000. This is the second guilder 
issue of the Bank, a previous public offering of f. 40,000,- 
000 having been made on July 12, 1954. An underwriting 
syndicate of 14 Dutch banks offered the current issue to 
the public at par. As in the case of the previous offering, 
the Netherlands Trading Society (Nederlandsche Handels- 
Maatschappij, N.V.) is heading the underwriting group. 

The new issue will be known as the 31% per cent Neth- 
erlands Guilder Bonds of 1955. It will bear interest at 31 
per cent per year, payable semiannually on September | 
and March 1, with the first payment due on March 1, 
1956. The bonds will be repaid at par in 14 equal install- 
ments of f. 2,640,000 on September | in each of the years 
1961 through 1974, and a final installment of f. 3,040,000 
will be repaid on September 1, 1975. In lieu of bonds 
drawn by lot, the Bank may credit to annual repayments 
the principal amount of bonds purchased by it below par 
on the Amsterdam Stock Exchange. 

On or after September 1, 1961, the Bank may redeem 
all or part of the issue at any time, on not less than 60 
days’ notice. Prior to September 1, 1966 the redemption 
price will be 101 per cent, and thereafter it will be par. 
The paying agent for principal and interest on the bonds 
is the Netherlands Trading Society. 


IBRD Loan 
On July 29 the World Bank made a loan of $18.2 mil- 


lion to Guatemala, to assist in financing the completion 
of the uew Atlantic and Pacific Highways and the execu- 
tion of a program to improve and maintain existing 
roads. The projects should reduce transport costs, facili- 
tate internal and external trade, and stimulate agricultural 
production. The Bank of America of San Francisco is 
participating in the loan, without the World Bank’s guar- 


weight and fineness in effect on July 1, 1944, the new 

parities are as follows: 0.186621 grams of fine gold per 

Pakistan rupee; 166.667 Pakistan rupees per troy ounce 

of fine gold; 4.76190 Pakistan rupees per U.S. dollar; 

21.0000 U.S. cents per Pakistan rupee. 

Source: International Monetary Fund, Press Release, 
Washington, D.C., July 31, 1955. 


in the Netherlands 


This is the fourteenth issue of bonds sold by the Bank 
for currencies other than U.S. dollars. The principal 
amount of these sales including the current guilder issue 
is equivalent to about $168 million: 


Non-Dollar Bonds Sold 


Two Netherlands guilder issues 
Seven Swiss franc issues 

Three Canadian dollar issues 
Two sterling issues 


Amount in U.S. Dollars 

$ 21,000,000 
68,800,000 
50,100,000 
28,000,000 


$167,900,000 


Total 


In the current calendar year, issues equivalent to about 
$24 million have been sold by the Bank in Canada and 
the Netherlands (see this News Survey, Vol. VII, pp. 18 
and 295). 

The total of World Bank bonds outstanding in cur- 
rencies other than U.S. dollars, giving effect to the new 
guilder issue, is equivalent to approximately $145 mil- 
lion; the equivalent of $9.4 million in Swiss france bonds 
and of $13.6 million in Canadian dollar bonds has been 
repaid. The Bank also has nine U.S. dollar issues out- 
standing in an amount of $705 million; and the new 
Netherlands issue brings the value of all outstanding 
bonds up to about $850 million. 


Bank for Reconstruction and 
Development, Press Release, Washington, D.C., 
August 2, 1955. 


Source: International 


to Guatemala 


antee, to the extent of $576,000, representing the first 
maturity which falls due February 1, 1959. The loan is 
for 15 years and bears interest of 4% per cent per annum 
including the | per cent statutory commission charged by 
the Bank. 

The Atlantic Highway will provide an alternative route 
to the single-track railroad which is now the only connec- 
tion between central Guatemala and the Caribbean. It will 
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run between Guatemala City and Puerto Barrios, with a 
short branch to the new port of Santo Tomas. Puerto 
Barrios handles two thirds of Guatemala’s export-import 
trade. It is expected that work on the Righway, which 
was begun in 1951, will be completed in 1958. 

The Pacific Highway will be the backbone of the road 
system in the Pacific coastal plain and the piedmont, of 
western Guciemala. It will run midway between the 
Pacific coast and the Inter-American Highway. In the 
north it will extend to the Mexican border, and in the 
south to El Salvador, joining the Litoral Highway being 
constructed in El Salvador with the help of a World Bank 
loan of $11.1 million made in October 1954 (see this 
Vews Survey, Vol. Vil, p. 125). Construction of the 
Pacific Highway was begun in 1952, and will have been 
partially completed by the end of 1955. The Bank’s loan 
will help to finance the construction of ‘the remaining 


sections, and the entire Highway should be completed 
by 1958. 


The region through which the Pacific Highway passes 
contains the richest agricultural land in Guatemala. The 
piedmont is one of Guatemala’s largest coffee-producing 
areas, and the coastal plain is particularly well adapted to 


Europe 


European Agreement on Financing of Railway Equipment 


The Ministers of Transport of Austria, Belgium, France, 
the Federal Republic of Germany, Italy, Luxembourg, the 
Netherlands, Spain, and Switzerland approved on July 8 
a convention setting up “Eurofima” (Société Européene 
pour le Financement du Matériel Ferroviaire). This cor- 
poration, which has been set up for a period of 50 years, 
will have an initial capital of Sw F 50 million (US$12 mil- 
lion), subscribed by the railways of the member countries 
according to a schedule included in the convention. Major 
decisions will require approval of a 70 per cent majority 
of the shares represented at the general meeting. The 
company, whose head office will be in Switzerland, is 
expected to begin functioning in October 1955. Denmark, 
Portugal, and Yugoslavia have expressed their intention 
of becoming members. 

The purpose of the corporation is to assist the railways 
of the member countries in modernizing their rolling 
stock and to encourage the grouping of orders and the 
reduction of prices. The guarantee granted by each Gov- 
ernment to the railways will enable the corporation to 
borrow on favorable terms for the purchase of rolling 
stock. Eurofima also will allocate the equipment to the 
railways against immediate or deferred payment. In the 
early years of operation, the placing of orders is to be 


the growing of sugar cane, cotton, corn, and cattle. The 
agricultural potentialities of the plain are now practically 
unexploited; only one sixth of the land is under cultiva- 
tion. By facilitating the marketing of crops, the Pacific 
Highway will make possible a rapid and substantial in- 
crease of cultivation in the area. 

The Guatemalan highway system has deteriorated seri- 
ously because of inadequate maintenance. The Bank’s 
loan will help to finance a three-year program for the 
improvement and better maintenance of existing high- 
ways. The program includes the reorganization of the 
Maintenance Division of the Highway Department, the 
establishment of central and regional workshops, and the 
training of personnel of the Department. 

The total cost of the highway construction and main- 
tenance program is estimated at the equivalent of $40.2 
million. The Bank’s loan will pay for imported equip- 
ment, materials, and services. The local currency expen- 
ditures, equivalent to $22 million, will be met by the 
Government from budgetary appropriations. 

Bank for Reconstruction and 
Development, Press Release, Washington, D.C., 
July 29, 1955. 


Source: International 


reconciled with the interests of the national industries 

concerned. 

Sources: Le Monde, Paris, France, July 9, 1955; Neue 
Ziircher Zeitung, Ziirich, Switzerland, July 11, 
1955; Bank for International Settlements, Press 
Review, Basle, Switzerland, July 11, 1955. 


U.K. Exchange Policy 


The U.K. Chancellor of the Exchequer, in his statement 
of July 25 concerning measures to reduce domestic ex- 
penditure (see this News Survey, Vol. VIII, p. 34), said 
that the Government regarded the immediate position as 
one of hard work and ¢onsdlidation t6 strerigthen’ the 
home front before any further forward move could be 
made on the exchange front. On July 26, in the course of 
a House of Commons debate on economic policy, the 
Chancellor further stated that the Government’s policy in 
relation to the exchange value of sterling has been, and 
will continue to be, the maintenance of the exchange parity 
of $2.80 to the pound, either in existing circumstances or 
when sterling is convertible. This statement was made in 
reply to Opposition questions concerning U.K. proposals 
for a flexible rate for sterling which reportedly had been 
made at recent OEEC meetings in Paris, and which had 
led to rumors that the present par value would be aban- 
doned. The Chancellor denied that he had made any 
statement in Paris in favor of flexibility for sterling and 
deplored the rumors that had arisen and had weakened 
sterling. He admitted, however, that, during the discus- 
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sions of the renewal of EPU, differences of view had 
become apparent between countries favoring fixed rates 
and those favoring floating rates of exchange, and he 
acknowledged the ingenuity of the Netherlands Govern- 
ment’s plan to reconcile these differences. He hoped that 
the arrangements to be made concerning the new Euro- 
pean payments system would bring an end to the rumors. 
Following the Chancellor’s statement, sterling exchange 
rates strengthened. The spot rate for U.S. dollars rose by 
\% cent, and the one-month discount on forward sterling 
narrowed from 14% cents to 34 cent; there was a corre- 
sponding strengthening of spot rates and a narrowing of 
forward discounts against guilders, Swiss francs, and 
deutsche marks. In New York on August 1, the spot 
sterling rate was $2.78'%. and the rate for transferable 
sterling was $2.76°%. 
Seurces:. The Financial, Times. July 27, 1955, and The 
Economist, July 30, 1955, London, England. 


U.K. Industrial Production 


U.K. industrial production in the first half of 1955 was 
6 per cent higher than in the first half of 1954. The all- 
industries index for June is estimated at 137-138 (1948 = 
100), an increase of 74% per cent over June 1954 and a 
record for the month of June despite strikes in the rail- 
ways and docks. The incidence of Whitsun exaggerates 
the advance in June, but in May and June together the 
increase over a year ago was 6 per cent. The rate of 
advance appears to be gathering speed; first estimates in 
each month this year have subsequently been revised up- 
ward, and this may occur also for June. While there were 
marginal losses in steel and the metal-using industries, 
the strikes do not appear to have had any enduring effect 
on the growth of production. Over the half year, coal 
output was 3 million tons less than a year earlier, and 
building activity was reduced by bad weather. Manu- 
facturing production in the first five months of 1955 was 
74 per cent greater than in the same months of 1954. 
Output of the metal-making and metal-using industries, 
chemicals, and paper and printing contributed even more 
to the rise of production this year than last, but output of 
textiles and food, drink, and tobacco remained at 1954 
levels. 
Source: The Financial Times, London, England, July 29, 

1955. 


U.K. Money and Credit Position 


The midyear statement of the London Clearing Banks 
offers no sign of any abating of the expansion of ad- 
vances. In the six weeks to June 30, advances rose by 
£83 million, which compares with a rise of £44 million 
in the same period of 1954. Even allowing for the fact 
that the midyear figure is swollen by the inclusion of 
additional “transit” items, this is the largest increase in 
advances ‘since the rise of £107 million in February. In 
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the first half of this year, the total increase in advances 
was £289 million, nearly £160 million more than in the 
first half of 1954. 

Net deposits in June rose by £68 million, just over half 
the increase in June 1954; the net decline of £386 million 
for the half year was nearly three times that in the same 
period of 1954. The divergent moveme.. of advances and 
deposits was due to the depletion of investment portfolios 
and unusually large losses of liquid assets. Investments 
in June were again lower, but the decline of £42 million 
was less than in the preceding months; over the half year, 
investments fell by £254 million. In both cases, the loss 
arose from the writing down of portfolios as well as from 
actual sales. The average liquidity ratio fell from 30.5 
per cent in May to 30.1 per cent in June; at the beginning 
of the year, this ratio was 34.3 per cent. In the first half 
of 1954, the ratio fell from 36.8 per cent to 33.0 per. cent. 


Source: The Economist, London, England, July 23, 1955. 


French Industrial Production 


The increase in industrial production in France con- 
tinued unabated during the first half of 1955. The index 
of industrial production (building excluded) averaged 
171 (1938 = 100), compared with 154 in the first half of 
1954 and 146 in the first half of 1953. The index for June 
1955 is estimated at 176, the highest figure attained thus 
far. It exceeded the June 1954 index by 11 per cent, and 
that for June 1953 by 19 per cent. 


Source: Le Monde, Paris, France, July 29, 1955. 


Netherlands Capital Exports 


Purchases in the Netherlands by nonresidents of secu- 
rities against dollars increased to f. 635 million (US$16.8 
million) in 1954, from f. 191 million ($5 million) in 1953 
and f. 135 million ($3.6 million) in 1952. In addition, 
loan flotations in the Netherlands capital market by for- 
eign countries totaled f. 205 million ($5.4 million), and 
amortization of foreign long-term loans amounted to 
f. 493 million ($13 million); of this latter amount, 
f. 403 million ($10.6 million) constituted accelerated 
amortization. 

Source: Handelingen der Staten-Generaal, 1954-1955, 
No. 4020, Nota inzake de Deviezenpositie, The 
Hague, Netherlands, July 1955. 


Denmark's Economic Position 


The Danish Minister for Economic Affairs stated re- 
cently that Denmark’s economic difficulties of the past 
year or more have centered particularly on foreign trade 
and the foreign exchange position. While net foreign 
exchange reserves in the first half of July had risen by 
DKr 10 million, in contrast to most earlier months this 
year when net reserves had decreased, the July movement 
could not be taken as reflecting a definite change of trend. 





The Minister was inclined to believe that, for some time, 
the country’s economic and currency problems would call 
for serious attention. He believes, however, that there is 
no basis for the predictions made by some that the gov- 
ernment policy would prove ineffectual. There are, in 
fact, a number of indications of a fundamental improve- 
ment, but there always is a considerable time lag before 
improvements are reflected in the foreign exchange fig- 
ures. One sign of improvement is the fact that total loans 
of banks declined by more than DKr 100 million in the 
first five months of 1955, whereas during the same period 
last year there had been a rise of about DKr 130 million. 
The decline this year indicates that investment activity is 
declining. Although the rise in industrial production is 
becoming less marked, it has not ceased entirely; and 
industrial exports each month have been more than 20 
per cent higher than in the corresponding months of last 
year. While domestic sales have fallen, it has been pos- 
sible to switch, on a considerable scale, to production for 
export and thereby avert unemployment. Employment 
continues high, although the demand for labor is not as 
At the end of June there 
were 26,000 unemployed, which was 6,000 more than at 
the end of June 1954 but less than the figures of 27,000 
in June 1953 and 51,000 in June 1952. In the first five 
months of this year, imports of motorcars and motor 
vehicles were valued at only DKr 166 million, compared 
with DKr 206 million for the same months of 1954. 

The Minister concluded by saying that, on the whole, it 


great as it was last summer. 


appeared that a turning point was being approached in 
the balance of trade. In 1954, the expansion of imports 
had been relatively greater than the increase of exports, 
with the result that the foreign trade deficit had been 
greater than in 1953. In the first five months of 1955, 
however, the deficit was less than in the corresponding 
period of 1954; although the reduction was not great, it 
was worthy of note when attempting to assess future eco- 


nomic developments. 


Source: Borsen, Copenhagen, Denmark, July 18, 1955. 


Finnish Bond Loan 


On August | the Finnish Government will issue its 
second 5 per cent bond loan of 1955. The loan is for 
Fmk 3.5 billion, issued at par, and will be redeemed in 
five installments on February 1 of each year from 1957 
to 1961, when interest payments also will be made. The 
loan is index-tied, i.e., if the wholesale price index for 
September of any year is 5 per cent higher than the 
September 1955 index, the face value of the bonds due 
the following February, as well as interest payments, will 
be increased by a corresponding amount calculated in full 
5 per cent units. However, if price increases should raise 
the wholesale price index to a level more than 100 per 
cent above the September 1955 index, the index-tied 
scheme will no longer be applied to the loan. The bonds 
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and interest thereon are exempt from all income and 

property taxes for the period 1955-60. 

Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, July 25, 1955. 


Exchange Measures in Greece 


The Greek Government has announced an exchange tax 
of 3 drachmas per U.S. dollar on exports of olive oil 
with an acidity below 1 per cent, if packed in barrels. 
The measure is intended to prevent excessive price in- 
creases in the domestic prices of olive oil until the new 
crop becomes available. 


The tax on exports of olive oil and cotton and the 
subsidy on imported cotton are the only exchange prac- 
tices still in effect in Greece. They produce effective 
rates of 27 drachmas (compared with the official rate of 
30) per U.S. dollar for exports of olive oil, and 28 drach- 
mas for exports and imports of cotton. The exchange 
practices on cotton are scheduled to be abolished in 
September. (See also this News Survey, Vol. VII, p. 376.) 
Source: Oikonomikos Tahidromos, Athens, Greece, 

July 28, 1955. 


Expansion of Western Germany's Economy 


A midyear report of the Association of German Eco- 
nomic Research Institutes indicates that the West Ger- 
man gross national product in the first half of 1955 
was some 12 per cent higher than in the corresponding 
period of 1954. The growth of demand, which had been 
rapid at the beginning of the year and threatened to 
overstrain the country’s economy, has decreased some- 
what. The extraordinary wave of orders, placed in expec- 
tation of a rearmament boom, has ebbed off. An increase 
in stocks, owing partly to greater imports, has helped to 
meet demand; and in some sectors price increases have 
been a factor in bringing supply into balance with 
demand. With the marked increase in investment—gross 
investment in fixed assets for the first quarter of 1955 
was about 25 per cent greater than in the corresponding 
period of 1954—expansion of income quickened appre- 
ciably. Gross earned income in the first half of 1955 was 
some 12 per cent higher than in the same period last 
year; of this increase, about two thirds was accounted 
for by an increase in individual income and one third by 
a rise in employment. The 8-9 per cent increase in con- 
sumer spending, while greater than in 1954, fell short 
of the rise in income. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
July 17, 1955. 


Middle East 


Oil Production in Saudi Arabia 


Crude oil production in Saudi Arabia during June 1955 
amounted to 26.6 million barrels, or an average of 
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885,286 barrels per calendar day, compared with 28.7 mil- 
lion barrels, or an average of 955,217 barrels, in June 
1954. Crude oil production for the first six months of 
1955 was 170.9 million barrels, compared with 174.8 mil- 
lion barrels during the corresponding period of 1954. 
Crude oil processed at the Arabian American Oil Com- 
pany refinery at Ras Tanura in June amounted to 5.3 mil- 
lion barrels, compared with 5.5 million barrels in June 


1954. 


Source: Arabian American Oil Company, Press Release, 
New York, N. Y., July 20, 1955. 


Economic and Financial Developments in Lebanon 


The annual report of the Bank of Syria and Lebanon 
(BSL), in its survey of economic and financial develop- 
ments in Lebanon during 1954, states that imports in- 
creased from 1.1 million tons valued at LL 396.0 million 
in 1953 to 1.4 million tons valued at LL 527.5 million in 
1954. The value of exports showed a smaller increase, 
from LL 99.2 million to LL 119.5 million. Although the 
volume of transit trade increased from 743,000 tons in 
1953 to 862,000 tons in 1954, its value dropped from 
LL 590 million to LL 554 million, mainly because of a 
decline in the transit movement in gold (54 tons valued 
at LL 194 million in 1954, compared with 73 tons valued 
at LL 285 million in 1953). The traffic movements in 
the port of Beirut as well as those at the Beirut Inter- 
national Airport showed sizable increases in 1954. The 
number of tourists visiting Lebanon during the year was 
considerably greater than in 1953. 


Fruit production other than citrus fruits increased 
during 1954; cereal production was practically the same 
as in 1953; and tobacco production rose from 1.8 million 
kilograms to 2.2 million. An increase in agricultural 
production is expected to result from the Litani River 
development. Industrial and construction activities also 
expanded. Cement production increased frem 314,000 
tons in 1953 to 326,000 tons in 1954. Building licenses 
were issued for 423,000 square meters, compared with 
318,000 square meters in 1953. 

The Agricultural and Industrial Bank was established 
in July 1954 with a capital of LL 5 million, 40 per cent 
of which was provided by the Government; in addition, 
the Bank may borrow up to LL 25 million from the BSL 
(see this News Survey, Vol. VII, p. 45). 

The budget estimated for 1955 balances revenue and 
expenditure at LL 137.5 million, compared with estimates 
of LL 123.4 million in 1954. The final accounts in 1953 
showed a surplus of LL 44.0 million, which was some- 
what above the surplus of LL 38.4 million in 1952. 

Between the end of 1953 and the end of 1954, the total 
note issue increased from LL 205 million to LL 242 mil- 
lion, while the gold cover increased from LL 126.7 million 
to LL 21&.5 million (see this News Survey, Vol. VII, 
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p. 248). Total sight deposits with principal banks rose 
from LL 324.4 million to LL 365.5 million. Of these 
deposits, LL 143.9 milllion was with the BSL at the end 
of 1953 and LL 158.3 million at the end of 1954. The 
money supply averaged LL 557.2 million in 1954 and 
LL 514.1 million in 1953. The 1954 figure includes 
LL 223.1 in circulation and 
LL 334.1 million for sight deposits; the corresponding 
figures for 1953 are LL 199.7 million and LL 314.5 mil- 
lion. The moderate rise in the money supply in 1954, 
which is in line with the expansion of Lebanon’s eco- 
nomic activities, took place while the country was increas- 
ing its gold and foreign exchange holdings and the 
exchange rate and prices were stable. Total advances and 
bills discounted at principal banks increased from 
LL 357.1 million at the end of 1953 to LL 402.1 million 
at the end of 1954. The BSL increased short-term credit 
facilities to other banks as well as to its own customers. 


million for currency 


The Lebanese pound in terms of the U.S. dollar fluc- 
tuated within a relatively narrow margin throughout the 
year, i.e., between LL 3.17 and LL 3.25. When compared 
with earlier years, the rate in terms of the dollar and other 
major currencies continued to strengthen: the annual 
average was LL 3.73 per U.S. dollar in 1951, LL 3.66 in 
1952, LL 3.42 in 1953, and LL 3.21 in 1954. 

While prices fluctuated narrowly throughout 1954, the 
declining trend of recent years continued. The wholesale 
price index averaged 95 (1950= 100), after having 
fallen from 114 in 1952 to 103 in 1953. The cost of living 
index dropped from 108 (1950 = 100) in 1952 to 101 in 
1953 and 96.6 in 1954. 


The Government continued its policy of using tariffs to 
encourage economic development. Certain raw materials 
were exempted from import duties and imports of ma- 
chinery were favored. Duties were increased on certain 
commodities produced domestically. A treaty of friend- 
ship, commerce, and navigation was concluded with 
Brazil, a trade and payments agreement with the U.S.S.R., 
and an economic agreement with Western Germany. Since 
the end of 1954, trade agreements have been concluded 
with France and Turkey. Relations with Syria were 
marked by extensions of the agreement of 1953 and the 
continuation of negotiations for the establishment of 
closer economic relations (see this News Survey, Vol. VII, 


pp. 12 and 121). 


Sources: Le Commerce du Levant, Beirut. Lebanon. 
July 6 and 9, 1955. 


Far East 
Indian State Government Loans 


Six State Governments in India have announced new 
loans totaling Rs 285 million (US$60 million), mainly 


to finance capital expenditure on their development pro- 
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grams. The loans bear interest of 4 per cent per annum 
The States and 
amounts are as follows: Andhra, Rs 25 million; Bombay, 
Hyderabad, Rs 20 million; Madras, 
Rs 70 million: Uttar Pradesh, Rs 60 million; and West 
Bengal, Rs 50 million. The issue price differs for each 


and are redeemable at par in 1967. 


Rs 60 million: 


State; while Bombay and West Bengal are offering their 
loans at par, Madras has fixed the issue price at Rs 9954, 
Andhra and Uttar Pradesh at Rs 99'2, and Hyderabad 
at Rs 99. Interest on the loan of Hyderabad will be tax 
free. Subscriptions to all the loans will be received from 
August 16 to August 31, inclusive, except that in Bombay 
the loan may be closed without notice prior to August 31 
if it appears that the total subscriptions amount to 
approximately Rs 60 million. Securities of the 3 per cent 
Bombay Government Loan, 1955, will be accepted at par 
in payment of subscriptions to the new 4 per cent. Bom- 
bay State Development Loan, 1967. The Madras Govern- 
ment will use part of its loan proceeds to repay its 3 per 
cent loan, 1955. The West Bengal Government will utilize 
Rs 20 million from the new loan for the acquisition of 
zamindaris (various forms of landlord tenure), and 
Rs 10 million for meeting the first year’s cost of the 
State-sponsored Durgapore coke oven plant. 


Sources: The Statesman (Overseas Edition), Calcutta, 
India, July 23, 1955; The Times of India, Bom- 
bay, India, July 25, 1955. 


Ceylon's Budget for 1955-56 


The Ceylonese Minister of Finance, in presenting the 
budget for the fiscal year October 1955-September 1956, 
estimated total expenditure at Rs 1,208.9 million and 
revenue at Rs 1,143.3 million. When compared with the 
original estimate for the current fiscal year (October 1954- 
September 1955), expenditure is larger by Rs 131.7 mil- 
lion, and revenue is larger by Rs 116.3 million. The 
major increases in expenditure include Rs 40 million for 
salary increases and other benefits for public servants 
and Rs 39 million for capital expenditure. The main 
increases in revenue are Rs 45 million from income taxes, 
Rs 42.5 million from profit taxes, and Rs 10 million from 
import duties. The increases from income and profit taxes 
are the result of the sharp increase in tea prices in 
1954-55. The estimated deficit of Rs 65.6 million is to be 
covered by a net gain of Rs 20 million from adjustments 
of taxes, as proposed in the budget, and from the pro- 
ceeds of the loan issued in March 1955, amounting to 
Rs 47.2 million (see this News Survey, Vol. VII, p. 345). 

Capital expenditure for the fiscal year 1955-56 is esti- 
mated at Rs 491 million, compared with the original 
estimate of Rs 452 million for the previous fiscal year 
(see this News Survey, Vol. VII, p. 54). About 72.7 per 
cent of the expenditure will be on projects of an economic 
nature and 20.7 per cent on social services. The expendi- 
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ture on economic projects will cover Rs 190 million for 
the development of power, roads, railways, ports, and 
other public utilities, Rs 149 million for the development 
of agriculture, irrigation, and fisheries, Rs 15 million 
for manufacturing and mining, and Rs 3 million for 
tourism, distribution, and trade. 


Together with some adjustments in the tax system for 
administrative reasons, the tax proposals include changes 
in the customs duties and excises and changes aimed at 
encouraging saving and capital formation. The loss from 
tax changes is estimated at Rs 7 million and the gains 
at Rs 27 million. 

The latest revised estimate for the current fiscal year 
indicates a budget surplus of Rs 20.1 million, compared 
with the original estimate of a deficit of Rs 50.2 million. 
During the eight months ended May 1955, there was a 
net cash operating surplus of «Rs»186- million, which 
compared favorably with the surplus of Rs 66.6 million 
in the corresponding period of the fiscal year 1953-54. 


Sources: Minister of Finance, Budget Speech, 1955-56, 
and Planning Secretariat, Estimated Capital 
Outlays of the Ceylon Government, 1955-56, 
Colombo, Ceylon, July 1955. 


Price Changes in Taiwan 


According to the index published by ‘the Taiwan 
Provincial Bureau of Accounting and Statistics, the whole- 
sale price index in Taipei averaged 662.87 (June 15, 
1949 = 100) for the first five months of 1955, an 
increase of 7.6 per cent over the December 1954 index, 
and of 5 per cent over the average for the corresponding 
period of 1954. The increases were sharpest in prices 
of import commodities; for example, prices of metal and 
electrical materials in May rose 50 per cent above such 
prices in December 1954. The reduction in import alloca- 
tions each month since September 1954 (with the excep- 
tion of November), and especially the decrease since 
November in commodities received under the U.S. aid 
program, are chiefly responsible for the increase in prices. 
Other contributing factors are the revision of the exchange 
rate and the increase in taxes and customs duties on a 
number of commodities. 


Sources: Bank of China, Bi-Monthly Economic Review, 
March-April 1955, and Provincial Government 
of Taiwan, Bureau of Accounting and Statistics, 
Taiwan Monthly of Commodity-Price Statistics, 
May 1955, Taipei, Taiwan. 


indonesian Trade Agreements 


Indonesia has concluded a new one-year trade agree- 
ment with Western Germany, to be valid until March 31, 
1956, under the terms of which trade in either direction 
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will amount to 320 million Netherlands guilders (about 
US$84 million). The list of Indonesian exports to Ger- 
many, consisting mainly of raw materials, is nearly the 
same as in the previous trade agreement. However, the 
list of goods to be imported from Germany has been 
revised. The quota for imports of metal products from 
Germany has been increased from 26 million to 32 million 
guilders, and that for textiles from 2.5 million guilders 
to about 15 million. The new list also provides for two 
additional categories of imports from Germany: rubber 
goods worth 4.5 million guilders and glass and glassware 
worth 4 million guilders. The new agreement leaves 
unchanged the figure for German exports to Indonesia, 
despite the fact that under the previous agreement such 
exports amounted to only about half the 320 million 
guilders specified in the agreement. 
«indonesia is’ also ‘reported to have signed: a trade agree- 
ment with Sweden, covering the period June 1, 1955 to 
May 31, 1956, under the terms of which Indonesia will 
export to Sweden rubber, tobacco, coffee, tea, spices, and 
tortoise shell in exchange for Swedish matches, cement, 
accumulators, and ball bearings. 


Sources: A.N.P.-Aneta News Bulletin, New York, N. Y.. 
June 25 and July 14, 1955. 


Philippine ''No-Dollar” Imports 


The Philippine Congress during its current special ses- 
sion has approved legislation banning all “no-dollar” 
imports with the exception of (a) machinery, equipment. 
and other capital goods imported for dollar-producing 
or dollar-conserving investments, (b) commodities valued 
at no more than P 10,000, which are for personal use 
only and which have already been used in a foreign 
country by the person importing them, (c) commodities 
brought in by persons returning from abroad, provided 
their value does not exceed P 5,000 and that they are not 
to be used for commercial purposes, (d) goods brought 
in under the direct barter system, and (e) clothing mate- 
rial imported for processing and re-exportation (this 
would include the basic materials for Philippine embroi- 
dery work). (See also this News Survey, Vol. VIII, p. 14.) 


Source: Philippine Association, Philippine Newsletter, 
New York, N. Y., July 28, 1955. 


United States and Canada 


Credit Extension in the United States 


Consumer installment debt outstanding in the United 
States rose by $1,940 million during the second quarter 
of 1955; the increase was nearly six times that in the 
corresponding period of 1954. In both periods, about 
three fourths of the total increase arose from the purchase 
of automobiles; automobile installment credit outstand- 


ing at the end of June 1955 totaled $12.6 billion, com- 
pared with $10.2 billion a year earlier. Noninstallment 
credit, consisting largely of charge accounts and single 
payment loans, increased by $583 million during the 
second quarter of 1955, about one sixth more than a year 
earlier. 


The three federal bank supervisory agencies—the U.S. 
Comptroller of the Currency, the Federal Reserve Board, 
and the Federal Deposit Insurance Corporation—have 
notified banks that henceforth bank examiners are to 
report in more detail on the terms of consumer loans. 
The message explicitly disclaimed any desire to restrict 
credit to “soundly financed and desirable business,” but 
referred to a tendency toward extended maturities and 
smaller down payments, especially on automobiles, as a 
development which “well-managed banks and finance 
companies alike will wish to avoids?) >-..- 


The optimum terms under which housing mortgages 
will be guaranteed by the Veterans Administration and 
the Federal Housing Administration have been tightened 
by increasing required down payments and shortening 
the maximum term of repayment. Under the 1954 Public 
Housing Act, which authorized these agencies to vary 
their terms within specified limits, both agencies have 
raised the maximum down payment by 2 per cent of the 
appraised value of the property and have shortened the 
maximum term from 30 to 25 years. In recent months, 
over 40 per cent of VA-guaranteed home loans have been 
approved without any down payment, while 45 per cent 
have carried terms of over 25 years to maturity. This 
contrasts with 1953, when only 8 per cent of VA loans 
were made without any down payment and 5 per cent 
had terms exceeding 25 years. The more liberal terms 
that have prevailed since then have been one factor in 
the increase of VA financing, from 20 per cent of all 
mortgages on 1-4 family dwellings in 1953 to 33 per cent 
this year. (The current rate of all housing starts is close 
to a record 1.3 million a year, and mortgage debt out- 
standing on 1-4 family Hobiises increased during the first 
quarter at an annual rate of $12 billion.) 

Sources: The Journal of Commerce, July 25, 1955, and 
The Wall Street Journal, August 1 and 2, 1955, 
New York, N. 3 


U.S. Customs Reform 


Further consideration by the U.S. Congress of a pend- 
ing customs simplification bill has been deferred until 
1956, as the Senate Finance Committee adjourned with- 
out taking action on the bill that had already passed the 
House of Representatives. The bill would have set up 
“export value” as the preferred standard for appraising 
imported goods that are taxed on an ad valorem basis. 
in place of the current procedure to use a higher “foreign 
value” that frequently involves more customs delay. A 
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similar bill was also rejected by the Senate Finance 

Committee in 1953 after passage by the House. 

Source: The Journal of Commerce, New York, N. Y.. 
August 1, 1955. 


U.S. Export Quotas on Copper 


Owing to the growing shortage of copper, which has 
been aggravated by the work stoppage in major U.S. 
mines and refineries, the U.S. Department of Commerce 
is continuing in the third quarter its embargo on exports 
of unrefined domestic copper and its open-end licensing 
for exports of unrefined copper of foreign origin. Exports 
of copper scrap are being reduced by 45 per cent, and 
exports of refined copper of foreign origin are being 
subjected to a quota of 54,000 tons in the third quarter. 
(The latter is approximately the 1954 export rate.) 
Source: The Journal of Commerce, New York, N. Y.., 

July 27, 1955. 


Canadian Foreign Trade 


Canadian exports in the first half of 1955 were 
$2,063 million, $192 million higher than in 1954, while 
imports were $2,210 million, an increase of $160 million. 
The over-all deficit was thus reduced by $32 million, to 
$147 million. The United States provided most of the 
additional imports, while absorbing less than half of the 
increase in exports, and the bilateral deficit widened by 
$63 million. This was more than offset, however, by an 
increase of $120 million in the surplus with the United 
Kingdom, almost $100 million of which was attributable 
to higher exports. Exports to other overseas countries 
increased slightly, but imports also rose; the surplus with 
these countries therefore fell by $25 million. 

Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, July 28, 1955. 


Latin America 


New Finance Company in Venezuela 


Venezuelan, U.S., and Canadian private capital groups 
have formed a new finance company, Venezolana de 
Financiamento, S.A. (“Vefisa”), to provide financing 
services in Venezuela. Capitalization amounts to 
Bs 4.8 million (US$1,450,000), supplied in equal shares 
by the participating groups. The company will provide, 
initially, financing services to automobile and other motor 
vehicle dealers, including the handling of installment sales 
and extending credit for wholesale purchases. 

Members of the North American group are the Inter- 
national Basic Economy Corporation (IBEC), a financing 
development company which has organized numerous 
enterprises in Venezuela and Brazil, primarily in food 
processing and distribution; Associates Investment Co., 
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of South Bend, Indiana, a large automobile financing 
company; and the Canadian company, Arcturus Invest- 
ment and Development, Ltd. Venezuelan capital has been 
provided by the investment company, C.A. Sindicate 
Phelps. “Vefisa” is to cooperate with Venezuela’s com- 
mercial banks in providing installment financing services 
beyond the short-term facilities offered by the banks. 


Source: The Journal of Commerce, New York, N. Y., 
July 27, 1955. 


Reclassification of Imports in Ecuador 


By a decree of June 7, the exchange control authorities 
in Ecuador transferred a large number of commodities 
from import list No. 1 (official market imports) to import 
list No, 2 (free market imports). Among the items shifted 
are woolen fabrics in general, cotton sacks, station 
wagons, and bicycles. 

The Central Bank of Ecuador supplies exchange for 
the payment of imports included in list No. 1 at the 
official rate of 15.15 sucres per U.S. dollar; list No. 2 is 
subject to the free market rate, presently about 17.40 
sucres per U.S. dollar, and an advance deposit must be 
made in foreign exchange for 100 per cent of the value 
of the import license. 

For import licenses issued before June 7 in respect of 
which no shipment has yet been made, the new ruling 
will apply with regard to the rate of exchange but the 
prior deposit of 100 per cent of the value of the import 
license will not be required. All licenses issued after 
June 7 for goods now included in list No. 2 will require 
The decree was 
designed to check the continued high volume of imports. 
During the first half of the current year, import payments 
(both official and free market payments) totaled $51 mil- 
lion, 30 per cent more than payments in the first half of 
1954 ($39.2 million). 

Sources: Bank of London & South America, Fortnightly 
Review, London, England, July 9, 1955; Banco 
Central del Ecuador, Informacion Estadistica, 
Quito, Ecuador, July 15, 1955. 


the 100 per cent advance deposit. 
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